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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditors’ judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditors consider internal control relevant to the 
Organization’s preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on 
the effectiveness of the Organization’s internal control. Accordingly, we express no such opinion. An audit 
also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation of 
the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions. 
 
Opinions 
 
In our opinion, based on our audit and the report of the other auditors, the financial statements referred to 
above present fairly, in all material respects, the respective financial position of the governmental activities of 
the Organization as of June 30, 2018, and the respective changes in financial position for the year then 
ended in accordance with accounting principles generally accepted in the United States of America. 
 
Change in Accounting Principle – Adoption of Postemployment Benefits Other Than Pensions 
Accounting Standard 
 
As discussed in Note B to the financial statements, the Organization adopted Government Accounting 
Standards Board (“GASB”) Statement No. 75, Accounting and Financial Reporting for Postemployment 
Benefits Other Than Pensions, effective as of July 1, 2017.  The implementation of this accounting standard 
resulted in a restatement of prior year net position. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplemental Information 
 
Accounting principles generally accepted in the United States of America require that Management’s 
Discussion and Analysis (pages 4 through 9), the required supplemental information including the budgetary 
comparison information (page 40), the Schedule of Proportionate Share of the Net Pension Liability – CERS 
Pension (page 41),  Schedule of Contributions – CERS Pension (page 42), Schedule of Proportionate Share 
of the Net OPEB Liability (page 43), and Schedule of Employer Contributions – OPEB (page 44) be 
presented to supplement the basic financial statements.  Such information, although not a part of the basic 
financial statements, is required by the Governmental Accounting Standards Board, who considers it to be 
an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context.  We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States of 
America, which consisted of inquiries of management about the methods of preparing the information and 
comparing the information for consistency with management’s responses to our inquiries, the basic financial 
statements, and other knowledge we obtained during our audit of the basic financial statements.  We do not 
express an opinion or provide any assurance on the information because the limited procedures do not 
provide us with sufficient evidence to express an opinion or to provide any assurance 
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Other Information 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the Organization’s basic financial statements. The Schedule of Expenditures of Federal Awards 
is presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations 
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal 
Awards, and is also not a required part of the basic financial statements. 
 
The Schedule of Expenditures of Federal Awards is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the basic 
financial statements. Such information has been subjected to the auditing procedures applied in the audit 
of the basic financial statements and certain additional procedures, including comparing and reconciling 
such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
the Schedule of Expenditures of Federal Awards is fairly stated, in all material respects, in relation to the 
basic financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated October 17, 
2018, on our consideration of the Organization’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on internal control 
over financial reporting or on compliance. That report is an integral part of an audit performed in accordance 
with Government Auditing Standards in considering the Organization’s internal control over financial 
reporting and compliance.  
 
 
 
 
 
 
Louisville, Kentucky 
October 17, 2018 
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Management’s Discussion and Analysis (Unaudited) 
 
KentuckianaWorks 
 
June 30, 2018 
 
 
 
KentuckianaWorks (the “Organization”), established in 1999, is a component unit of Louisville/Jefferson 
County Metro Government (“Metro Government”) and Workforce Development Board which oversees 
Kentucky career centers for the Greater Louisville region consisting of Jefferson, Bullitt, Henry, Oldham, 
Spencer, Shelby, and Trimble counties.  KentuckianaWorks is a legal assumed name of The Greater 
Louisville Workforce Development Board, Inc.  
 
Prior to the fiscal year ended June 30, 2015, the Organization was included as a Department of Metro 
Government and was reflected in its Comprehensive Financial Annual Report in this manner.  For fiscal 
year 2015, the management of both Metro Government and the Organization determined that accounting 
for the Organization as a separate component unit would be more appropriate.  As such, the Organization 
issued its first stand-alone financial statements as of and for the year ended June 30, 2015. 
 
The Mayor of Metro Government or the County Judge/Executives of the Counties of Bullitt, Henry, Trimble, 
Oldham, Spencer and Shelby appoints the Directors.  Metro Government performs certain administrative 
functions for the Organization. 
 
The Organization is also related to KentuckianaWorks Foundation (the “Foundation”).  The purpose of the 
Foundation is to promote and assist the activities of the Organization. The Foundation is included as a 
component unit in the Organization’s financial statements. 
 
This section of the Organization's basic financial statements presents a narrative overview and analysis 
of the financial activities of the Organization for the fiscal year ended June 30, 2018. 
 
 
Financial Highlights 
 
As the region’s Workforce Development Board, we are responsible for driving innovation and providing 
guidance on workforce and education-related issues.  The Organization helped 2,947 people get jobs 
creating $61,394,757 in annual payroll, an increase of $11.6 million compared to last fiscal year. Principal 
revenue sources are grants from Federal agencies and grants passed through from Louisville Metro 
Government.   
 
The Organization raised more than $1.9 million in new funding for workforce development efforts, including 
$213,000 from the Kentucky Workforce & Education Cabinet to provide workforce assistance and job 
placement for SNAP (food stamp) recipients.  Google sponsored $100,000 to help build technology skills for 
young people ages 16-21.  The Louisville Metro Department of Resilience & Community Services provided 
$46,000, an increase of $26,000 over last year, to continue manufacturing training for individuals 
experiencing homelessness. 
 
KentuckianaWorks Foundation raised $450,000 from the James Graham Brown Foundation to strengthen 
the workforce impact on the new Academies of Louisville initiative in JCPS high schools, currently being 
rolled out in 14 high schools, and to support the SummerWorks program. 
 
 
 
Continued 
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The SummerWorks program, through KentuckianaWorks Foundation, received a total of $465,000 from 
Louisville Metro Government for the fiscal year ended June 30, 2018.  In addition, $595,000 was raised in 
donations from both individuals and private organizations.  More than 6,200 teens and young adults 
participated in the SummerWorks program, of these, 1,004 were directly placed and mentored by 
KentuckianaWorks Foundation with wages subsidized by the Organization for 237 placements. 
 
In 2018, the Organization adopted GASB Statement No. 75, Accounting and Financial Reporting for 
Postemployment Benefits Other Than Pensions. 
 
 
Overview of the Basic Financial Statements 
 
This discussion and analysis are intended to serve as an introduction to the Organization’s basic financial 
statements. The Organization’s basic financial statements comprise three components: (1) government-
wide financial statements; (2) fund financial statements; (3) notes to the financial statements. 
 
Government-Wide Financial Statements 
 
The government-wide financial statements are designed to provide readers with a broad overview of the 
Organization’s finances in a manner similar to a private-sector business. 
 
The Statement of Net Position presents information on all of the Organization’s assets and liabilities, with 
the difference between the two reported as net assets. Over time, increases or decreases in net position 
may serve as a useful indicator of whether the financial position of the Organization is improving or 
deteriorating. 
 
The Statement of Activities presents information showing how the Organization’s net position changed 
during the most recent fiscal year. All changes in net position are reported as soon as the underlying 
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and 
expenses are reported in this statement for some items that will only result in cash flows in future fiscal 
periods, such as expenses pertaining to earned but unused vacation and sick leave. 
 
Fund Financial Statements 
 
The fund financial statements are designed to report information about groupings of related accounts, 
which are used to maintain control over resources that have been segregated for specific activities or 
objectives. The Organization, like other governmental units, uses fund accounting to ensure and 
demonstrate compliance with finance-related legal requirements. 
 
Governmental Funds are used to account for essentially the same functions reported as governmental 
activities in the government-wide financial statements. However, unlike the government-wide financial 
statements, governmental fund financial statements focus on near-term inflows and outflows of 
spendable resources as well as on balances of spendable resources available at the end of the fiscal 
year. Such information may be useful in determining what financial resources are available in the near 
future to finance the Organization's programs. 
 
 
 
 
 
 
 
 
Continued 
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Because the focus of governmental funds is narrower than that of the government-wide financial 
statements, it is useful to compare the information presented for governmental funds with similar 
information presented for governmental activities in the government-wide financial statements.  By doing 
so, readers may better understand the long-term impact of the government's near-term financing 
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues, 
expenditures and changes in fund balances provide a reconciliation to facilitate this comparison between 
governmental funds and governmental activities. 
 
The Organization has one individual governmental fund. Information is presented separately in the 
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures and 
changes in fund balances for the general fund. 
 
The Organization adopts an annual appropriated budget.  A budgetary comparison statement has been 
provided to demonstrate compliance with the budget.  
 
Notes to the Financial Statements 
 
The notes provide additional information that is essential to a full understanding of the data provided in 
the government-wide and fund financial statements. 
 
Other Information 
 
The Organization implemented GASB Statement No. 75, Accounting and Financial Reporting for 
Postemployment Benefits Other Than Pensions.  This Statement was issued to improve accounting and 
financial reporting by state and local governments for postemployment benefits other than pensions. This 
Statement on other postemployment benefits or “OPEB” provides guidance for measuring the present value 
of the projected benefits to be provided to employees that is attributed to those employees’ past periods of 
service.  Statement No. 75 required the Organization to recognize long-term obligations for postemployment 
benefits other than pensions for the first time.  In addition, as a participant in a cost-sharing pension, the 
Organization is reporting a net OPEB liability and OPEB-related deferred inflows and outflows based on the 
proportionate share of the collective amounts.  The effect of the restatement due to implementation is as 
follows: 
 

July 1, 2017,

Statement of Net Position June 30, 2017 Changes as Restated

Deferred Outflow - Other Postemployment -                 $ 61,355 $ 61,355

Benefit Related

Net Other Postemployment Benefit Liability -                 476,590 476,590

Net Position $ (1,163,922) $ (415,235) $ (1,579,157)

 
 
 
 
 
 
 
 
Continued 
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Government-Wide Financial Analysis 
 
The Organization has presented its financial statements under the reporting model required by the 
Governmental Accounting Standards Board (“GASB”) Statement No. 34, Basic Financial Statements and 
Management's Discussion and Analysis (“MD&A”) for State and Local Governments.  
 
 
Analysis of Net Position – Government-Wide Activities 
 
A summary of government-wide net position follows: 
 

June 30

Assets

Current and other assets $ 2,895,686 $ 3,055,523

Deferred Outflows of Resources 1,033,518 446,538

Liabilities

Current and other liabilities 6,660,491 5,070,180

Deferred Inflows of Resources 127,372 11,038

Net Position, as restated

Unrestricted (2,858,659) (1,579,157)

Total Net Position $ (2,858,659) $ (1,579,157)

20172018

 
The Organization’s liabilities exceeded its assets by $2,858,659 and $1,579,157 at June 30, 2018 and 
2017, respectively.  This is due to the accrual for the net pension liability, other postemployment benefits 
liability and compensated absences.  Current liabilities increased by $1,559,366 and $1,404,324 for June 
30, 2018 and 2017, respectively.  The fluctuations are primarily attributed to the amounts due to Metro 
Government and the net other postemployment benefit liability and the net pension liability. 
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Government-Wide Statement of Activities 
 
A summary of the changes in net position follows: 
 

June 30
2017

Revenues
Louisville/Jefferson County Metro Government $ 994,825        $ 1,001,158      
Federal Pass-through 8,468,478     8,969,847      
Other Revenues 59,498          41,184          

Total Revenues 9,522,801     10,012,189    

Expenses
Program services 8,530,421     8,873,224      
General government 2,271,882     1,465,764      

Total Expenses 10,802,303   10,338,988    

Change in Net Position (1,279,502)    (326,799)        

Beginning Net Position, as restated (1,579,157)    (837,123)        

Prior period adjustment - GASB No. 75 implementation (415,235)        

Ending Net Position, as restated $ (2,858,659)    $ (1,579,157)     

2018

 
Revenues are derived from grants awarded by federal agencies and pass-through grants from Metro 
Government.  Total revenues decreased by $489,388 or 4.89% as a result of decreased federal funding 
related to the WIOA grants. There was also an increase in funds received from Metro due to the funding 
for the Reimage and Youth programs. 
 
Operating expenses are primarily for operation of the Organization’s program and the remainder for 
administrative and facility expense. Expenses increased by $463,315 or 4.48% which is a direct 
correlation to the increase in pension and other postemployment benefit expenses. 
 
 
Financial Analysis of the Organization’s Governmental Funds 
 
The focus of the Organization's governmental funds is to provide information on near-term inflows, 
outflows and balances of resources that are available for spending. Such information is useful in 
assessing the Organization's financing requirements. In particular, unreserved fund balance may serve 
as a useful measure of a government's net resources available for spending at the end of the fiscal year. 
 
As of June 30, 2018, the governmental funds balance sheet reflected total assets of $2,864,741 as 
compared to $3,055,523 as of June 30, 2017. Liabilities as of June 30, 2018, were $2,864,741 as 
compared to $3,055,523 as of June 30, 2017.  Fund balance at June 30, 2018 and 2017, was zero. 
 
 
 
 
 
Continued 
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During the year ended June 30, 2018, the Organization realized revenues from Federal operating grants 
of $8,468,478 as compared to $8,969,847 in the prior year. The decrease is primarily the result of a 
federal grant ending during September 2017. These funds were supplemented with nonfederal grants 
received from a local organization. During the years ended June 30, 2018 and 2017, Metro Government 
provided $1,131,600 and $1,001,158, of support for programs.  The increase from prior year was for 
additional funding for the Reimage program.   
 
Program expenditures of the Organization were $8,530,421 and $8,873,224, respectively, for the years 
ended June 30, 2018 and 2017.  Administrative and facilities expenditures were $992,380 as compared 
to $1,138,965 in the prior year.  
 
Financial Analysis of the Foundation 
 
The Foundation had cash of $845,389 as of June 30, 2018.  During the year ended June 30, 2018, the 
Foundation’s expenses reflected $2,524,496 for program services and $121,803 for general and 
administrative services. As of year-end, the Foundation had a receivable due from the Organization in the 
amount of $65,960. 
 
The Foundation issued separate financial statements independent of the Organization.  Questions and 
information regarding the separately issued financial statements should be directed to the Chief Financial 
Officer of KentuckianaWorks at the address below. 
 
Request for Information 
 
These financial statements are intended to provide the reader with a general overview of the 
Organization’s finances. Questions concerning any of the information provided in this report or requests 
for additional financial information should be directed to KentuckianaWorks, Chief Financial Officer, 410 
West Chestnut Street, Suite 200, Louisville, Kentucky 40202. 
 



 

 

Government-Wide Financial Statements 
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Statement of Net Position

KentuckianaWorks

June 30, 2018

Assets
Cash $ 2,558                  $ 845,389
Accounts receivable 1,321,143           
Grant revenue receivable 1,571,985           396,037
Pledges receivable 96,343
Capital assets - net of depreciation 12,314

Total Assets 2,895,686           1,350,083

Deferred Outflows of Resources
Pension related 755,894              
Other postemployement benefit related 277,624              

Total Deferred Outflows of Resources 1,033,518             

Liabilities
Accounts payable 1,256,492           150,199
Accrued expenses 23,649
Unearned revenue 159,462              
Due to Metro Government 1,415,723           212,257
Due to Foundation 64,009                
Compensated absences 66,688                
Net pension liability 2,752,423           
Net other postemployement benefit liability 945,694              

Total Liabilities 6,660,491           386,105

Deferred Inflows of Resources

Pension related 77,858                  

Other postemployement benefit related 49,514                  

Total Deferred Inflows of Resources 127,372                

Net Position
Invested in capital assets 12,314
Restricted 925,726
Unrestricted (2,858,659)         25,938

Total Net Position $ (2,858,659)         $ 963,978

See Accompanying Notes to the Financial Statements

Primary
Government- Component 
Governmental Unit-

Activities Foundation
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Statement of Activities

KentuckianaWorks

Year Ended  June 30, 2018

Program

Governmental Activities

Program services $ 8,530,421             $ (8,530,421)         

General government 2,271,882             (2,271,882)         

Total Governmental Activities $ 10,802,303           $ (10,802,303)       

Component Unit - Foundation
Program services $ 2,524,496             $ 110,250            $ (2,414,246)         
General and administrative 121,803                (121,803)            

Total Component Unit $ 2,646,299           $ 110,250          $ (2,536,049)        

Net Expense $ (13,338,352)      

Governmental

Activities Total

Net Expense from above $ (10,802,303)          $ (2,536,049)        $ (13,338,352)       

General Revenues 

Operating grants from: 

Metro Government 994,825                994,825             

Federal Government 8,468,478             935,490            9,403,968          

Other Revenues 59,498                  59,498               

Contributions and grants 1,982,088         1,982,088          

Total General Revenues 9,522,801             2,917,578         12,440,379        

Change In Net Position (1,279,502)           381,529            (897,973)            

Beginning Net Position, as restated (1,579,157)           582,449            (996,708)            

Ending Net Position $ (2,858,659)           $ 963,978            $ (1,894,681)         

See Accompanying Notes to the Financial Statements

Unit-Foundation

Net (Expense)

Revenue and

Component 

Changes in

Functions/Programs Expenses Revenue Net Assets
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Governmental Fund
Balance Sheet

KentuckianaWorks

Assets
Cash $ 2,558          $ 118,706    
Accounts receivable 1,321,143   1,352,475 
Grant revenue receivable 1,571,985   1,584,342 

Total Assets $ 2,895,686   $ 3,055,523 

Liabilities
Accounts payable $ 1,256,492   $ 203,286    
Accrued expenses 104,000    
Unearned revenue 159,462      309,626    
Due to Metro Government 1,415,723   2,262,008 
Due to Foundation 64,009        176,603    

Total Liabilities 2,895,686   3,055,523 

Fund Balance
Unassigned -            

Total Liabilities and Fund Balance $ 2,895,686   3,055,523 

Reconciliation of Governmental Fund Balances
to Net Position of Governmental Activities

Total Fund Balance of Governmental Fund $ -              -            

Amounts reported for Governmental Activities in the Statement of Net Position are
different from those reported in the Governmental Fund Balance Sheet above
because of the following:

Pension Activity--Pension activity is not current assets or current liabilities
and therefore are not reported in the Governmental Fund Balance Sheet (2,074,387) (1,092,815)

Other Postemployment Benefits--Other postemployment benefits
are not current assets or current liabilities and are not reported in the
Governmental Fund Balance Sheet (717,584)     

Compensated Absences--Compensated absences are not current liabilities
and therefore are not reported in the Governmental Fund Balance Sheet (66,688)       (71,107)     

Total Net Position of Governmental Activities $ (2,858,659) $ (1,163,922)

See Accompanying Notes to the Financial Statements

June 30, 2018

Fund

General General

Fund
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Governmental Fund
Statement of Revenues, Expenditures and Change in Fund Balance

KentuckianaWorks

Revenues
Operating grant revenue $ 8,468,478       
Pass-through grants from Metro Government 994,825         
Other revenues 59,498

Total Revenues 9,522,801       
Expenditures

Program services 8,530,421       
General government 992,380         

Total Expenditures 9,522,801       

Net Change in Fund Balance -                  

Beginning Fund Balance -                  

Ending Fund Balance $ -                  

See Accompanying Notes to Financial Statements

General
Fund

June 30, 2018
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Reconciliation of the Net Change in Fund Balance  
Governmental Fund with the Change in Net Position – Governmental Activities 
 
KentuckianaWorks 
 
Year Ended June 30, 2018 
 
 
 
The schedule below reconciles the net change in fund balance reported on the Governmental Fund 
Statement of Revenues, Expenditures and Change in Fund Balance, which measures only the change in 
current assets and current liabilities on the modified accrual basis, with the change in net position of 
governmental activities reported in the Statement of Activities, which is prepared on the full accrual basis. 
 
Net Change in Fund Balance - Governmental Fund $ -              

Amounts reported for governmental activities in the Statement of Activities
are different because of the following:

Accrual of Non-Current Items

The amounts below included in the statement of activities do not provide 
or require the use of current financial resources and therefore are not
reported as revenues or expenditures in the governmental fund (net change):

Change in compensated absences accrual 4,419          

Pension Related Expenses (981,572)     

Other Postemployment Benefit Related Expenses (302,349)     

Total Change in Net Position of Governmental Activities $ (1,279,502)   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
See Accompanying Notes to the Financial Statements 
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Notes to the Financial Statements 
 
KentuckianaWorks 
 
June 30, 2018 
 
 
 
Note A--Description of the Organization 
 
Established in 1999, KentuckianaWorks (the “Organization) is a component unit of Louisville/Jefferson 
County Metro Government (“Metro Government”) and the Workforce Development Board, which 
oversees Kentucky career centers for the Greater Louisville region consisting of Jefferson, Bullitt, Henry, 
Oldham, Spencer, Shelby, and Trimble counties.  KentuckianaWorks is a legal assumed name of The 
Greater Louisville Workforce Development Board, Inc. 
 
The Mayor of Metro Government or the County Judge/Executives of the Counties of Bullitt, Henry, 
Trimble, Oldham, Spencer and Shelby appoints the directors.  Metro Government performs certain 
administrative functions for the Organization. 
 
The Organization is also related to KentuckianaWorks Foundation, Inc. (the “Foundation”).  The purpose 
of the Foundation is to promote and assist the activities of the Organization.  The Foundation is included 
as a component unit in these financial statements. 
 
Prior to the fiscal year ended June 30, 2015, the Organization was included as a Department of Metro 
Government and reflected in its Comprehensive Annual Financial Report in this manner.  Beginning in 
fiscal year 2015, the management of both Metro Government and the Organization determined that 
accounting for the Organization as a separate component unit would be more appropriate.  As such, the 
Organization issued its first stand-alone financial statements as of and for the year ended June 30, 2015. 
 
Because the Foundation is so closely related to the Organization, its financial statements are included 
within the government-wide financial statements of the Organization as a component unit.  This is 
because the Foundation’s sole financial purpose is to support the activities of the Organization.  
 
 
Note B--Summary of Significant Accounting Policies 
 
Basis of Presentation--The Organization's financial statements are prepared in conformity with 
accounting principles generally accepted in the United States of America.  The Government Accounting 
Standards Board (“GASB”) is the acknowledged standard setting body for establishing accounting and 
financial reporting standards followed by governmental entities in the U.S. 
 
These standards require that the financial statements described below be presented. 
 

Government-Wide Statements--The Statement of Net Position and the Statement of Activities 
include the overall financial activities of the Organization, except for fiduciary activities.  

 
Fund Financial Statements--The fund financial statements provide information about the 
Organization’s funds. Separate statements for each fund category - governmental and fiduciary, 
are presented. The emphasis of fund financial statements is on major individual funds, each of 
which is displayed in a separate column. 

 
 
 
Continued 
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Notes to the Financial Statements--Continued 
 
KentuckianaWorks 
 
June 30, 2018 
 
 
 
Note B--Summary of Significant Accounting Policies--Continued 
 
The Organization reports the following governmental funds in the accompanying fund financial 
statements: 
 

General Fund--The general fund accounts for inflows of revenues, which are primarily from 
governmental sources. Expenditures relate to the operation of the Organization’s programs. 

 
Basis of Accounting--The government-wide financial statements are reported using the economic 
resources measurement focus and the full accrual basis of accounting. Revenues are recorded when 
earned and expenses are recorded at the time liabilities are incurred, regardless of when the related cash 
flows take place. 
 
Governmental funds are reported using the current financial resources measurement focus and the 
modified accrual basis of accounting. Under this method, revenues are recognized when measurable and 
available. The Organization considers all revenues reported in the governmental funds to be available if 
the revenues are collected within sixty days after fiscal year-end. Expenditures are recorded when the 
related fund liability is incurred. General capital asset acquisitions are reported as expenditures in 
governmental funds.  
 
Budgets and Budgetary Accounting--The annual budget is presented on the modified accrual basis of 
accounting consistent with the Organization’s fund financial statements.  Budgeted revenue amounts 
represent the original budget modified by adjustments authorized during the fiscal year.  Budgeted 
expenditure amounts represent original appropriations adjusted for supplemental appropriations during 
the fiscal year. 
 
Budget appropriations become effective each July 1.  The Organization may amend the budget during the 
fiscal year.  The legal level of budgetary control has been established at the fund level and is approved by 
the Board of Directors.   
 
Cash Equivalents--The Organization and Foundation consider all highly liquid investments with a maturity 
of three months or less when purchased to be cash equivalents.  There were no cash equivalents at June 
30, 2018 or 2017.  These bank accounts and cash equivalents are insured by the Federal Deposit 
Insurance Corporation up to $250,000. There were no uncollateralized amounts at June 30, 2018 or 2017. 
 
Capital Assets--Equipment is recorded at cost at date of acquisition or fair value at date of gift.  The assets 
are being depreciated using the straight-line method over the estimated useful lives of the respective assets, 
generally ranging from 4 to 10 years.  For the Foundation, depreciation expense for the years ended June 
30, 2018 and 2017 was and $8,426 and $9,311, respectively.  Office equipment acquired with grant funds 
reverts to the Department of Education upon termination of the grants. 
 
Grant Revenue Receivable--Grant revenue receivable represents expenditures for grants that were 
submitted for reimbursement subsequent to the Organization’s year end. 
 
 
 
Continued 
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Notes to the Financial Statements--Continued 
 
KentuckianaWorks 
 
June 30, 2018 
 
 
 
Note B--Summary of Significant Accounting Policies--Continued 
 
Due to Metro Government--Due to Metro Government represents the Organization’s payables to be 
processed by Metro Government at year end. 
 
Equity Classifications 
 
Government-Wide Financial Statements 
 
Net assets are the excess of the Organization’s/the Foundation’s assets over its liabilities, regardless of 
fund. Net assets are divided into three captions on the statement of net assets.  These captions apply to net 
assets, which are determined only at the government-wide level and are discussed below: 

 
Net Investment in Capital Assets--the portion of net assets which is represented by the current net 
book value of the Foundation’s capital assets. 
 
Restricted Net Assets--the portion of net assets which is restricted as to use by the terms and 
conditions of agreements with outside parties, government regulations, laws, or other restrictions 
which the Foundation cannot unilaterally alter.  

 
Unrestricted Net Assets--the portion of net assets which is not restricted as to use. 

 
Fund Financial Statements 
 
Under GASB Statement No. 54, fund balance is separated into five categories, as follows: 
 

Nonspendable--Permanently nonspendable by decree of the donor, such as an endowment, or 
items which may not be used for another purpose, such as amounts used to prepay future 
expenses. 

 
Restricted--Legally restricted under federal or state law, bond authority, or grantor contract. 

  
Committed--Commitments passed by the Board. 

 
Assigned--Funds assigned to management priority including issued encumbrances. 

 
 Unassigned--Funds available for future operations. 
 
 
 
 
 
 
 
 
 
Continued 
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Note B--Summary of Significant Accounting Policies--Continued 
 
The accompanying government fund balance sheet classifies all fund balances as unassigned. 
 
Deferred Inflows of Resources and Deferred Outflows of Resources--For purposes of measuring the net 
pension liability, deferred outflows of resources and deferred inflows of resources related to the pensions, 
other postemployement benefits, pension expense and other postemployment benefits expenses and 
information about the Organization’s participation in the County Employees Retirement System (“CERS”) of 
the Kentucky Retirement Systems (“KRS”) has been determined on the same basis as they are reported by 
the KRS for the CERS plan.  For this purpose, benefit payments (including refunds of employee 
contributions) are recognized when due and payable in accordance with the benefit terms. The liability was 
measured at June 30, 2017. 
 
The Statement of Net Position includes deferred inflows of resources and deferred outflows of resources 
when appropriate. Deferred outflows of resources represent a consumption of net position that applies to a 
future period(s).  Deferred inflows of resources represent an acquisition of net position that applies to a 
future period(s).  These amounts will not be recognized as expense or revenue until the applicable period. 
 
Income Taxes--the Foundation is a not-for-profit organization exempt from tax under the provisions of 
Section 501(c)(3) of the Internal Revenue Code.  Accordingly, no provision for income taxes is included in 
the financial statements. 
 
The Foundation recognizes uncertain income tax positions using the “more-likely-than-not” approach as 
defined in the Accounting Standards Codification 740-10.   No liability for uncertain income tax positions has 
been recorded in the accompanying financial statements. 
 
Use of Estimates--The preparation of financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions that affect certain 
reported amounts and disclosures. Accordingly, actual results could differ from those estimates. 
 
Change in Accounting Principle--Effective July 1, 2017, the Organization adopted GASB Statement No. 
75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions.  This Statement 
was issued to improve accounting and financial reporting by state and local governments for 
postemployment benefits other than pensions.  This Statement on other postemployment benefits or 
“OPEB” provides guidance for measuring the present value of the projected benefits to be provided to 
employees that is attributed to those employees’ past periods of service.  Statement No. 75 required the 
Organization to recognized long-term obligations for postemployment benefits other than pensions for the 
first time.   
 
 
 
 
 
 
 
 
Continued 
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Note B--Summary of Significant Accounting Policies--Continued 
 
The Organization’s beginning net position for fiscal year 2017 has been restated to reflect the inclusion of 
the other postemployment benefits required by GASB Statement No. 75 as follows: 
 
Ending Net Position, June 30, 2017, as previously reported $ (1,163,922)

Prior Period Adjustment:
GASB No. 75 Implementation (415,235)

  Beginning Net Position, July 1, 2017, as restated   $ (1,579,157)

 
 
Subsequent Events--In preparing these financial statements, management of the Organization has 
evaluated events and transactions for potential recognition or disclosure through October 17, 2018, the 
date the financial statements were available to be issued. 
 
Note C--Capital Assets  
 
Capital assets of the Foundation at June 30, 2018 consist of the following: 
 

Office equipment $ 76,746
Computer hardware and software 36,280

Less:  accumulated depreciation (100,712)

Capital Assets, Net $ 12,314

 
 
Note D--Restricted Net Assets  
 
Restricted net assets of the Foundation are available for the following purposes as of June 30, 2018: 
 

Summer Works $ 491,955
Academy of Louisville 150,000
Louisville Digitally Empowered 100,000
Other Programs 183,771

$ 925,726
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Note E--Operating Leases 
 
The Organization leases office space in several locations under operating leases expiring through 
August, 2018.  Lease payments for the years following June 30, 2018 are as follows; 
 

Year Ending June 30

2019 $ 296,367

2020 243,937

2021 166,790

2022 63,000

Total Future Minimum Lease Payments $ 770,094

 
The Organization leases office equipment for which the lease payments for the year ended June 30, 2018 
were $14,208.  
 
The Foundation leased the facility that houses the Kentuckiana College Access Center (“KCAC”) under 
an operating lease with an unrelated party through June 30, 2017.  Terms of the lease required monthly 
rent of $2,500. The lease was terminated when KCAC relocated on June 30, 2018.  Terms of the new 
lease beginning July, 1, 2017 required monthly payments of $5,500 and may be renewed annually for 
each of the next three years.  The Foundation also rents office space from the Greater Clark County 
Schools at a monthly rate of $650 to operate certain KCAC programs.  The lease terminated in May 
2018.  Rent expense for the year ended June 30, 2018 was $69,700.  Non-cancellable rent committed at 
June 30, 2018 was $66,000, to be paid in fiscal year ending June 30, 2019.  
 
 
Note F--Related Parties 
 
During the year ended June 30, 2018, the Organization and Foundation’s cash disbursements were 
processed by the Metro Government.  As of June 30, 2018, the amount due to Metro Government was 
$1,415,723 and $276,266 for the Organization and Foundation, respectively. 
 
The Foundation paid a management fee, which is determined annually as part of the budget presented to 
the U.S. Department of Education, to the Organization for accounting and administrative services 
rendered of $135,717 for the year ended June 30, 2018.  As of June 30, 2018, the amount due from the 
Organization for accounting and administering services and other reimbursements totaled $64,009.  
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Note G--Risk Management 
 
The Organization obtains a majority of its insurance through Metro Government's insurance program. The 
Organization receives the same coverage as other Metro Government departments and divisions. The 
Metro Government is exposed to various risks of loss related to torts, errors and omissions, injuries to 
employees or others, unemployment and certain health care benefits of employees. The Metro 
Government has established various self-insurance programs to account for and finance its uninsured 
risks of loss. Under the self-insurance programs, the Metro Government retains the risk of loss up to a 
maximum of $7,000,000 for general liability claims, $2,000,000 for workers' compensation claims with 
statutory excess insurance, and actual costs incurred for unemployment and certain health care benefits.  
 
 
Note H--Concentrations 
 
For June 30, 2018, the Organization received approximately 70% of its total revenues from two grantor 
agencies. 
 
For June 30, 2018, the Organization’s accounts receivable from others was from three different grantors 
agencies, representing 87% of total accounts receivable.  
 
For June 30, 2018, the Foundation received approximately 42% of its total revenues from two donors, 
excluding the U.S. Department of Education grants. 
 
At June 30, 2018, the Foundation’s accounts receivable from others were from three different grantors, 
representing 79% of the total, excluding the Department of Education grants. 
 
 
Note I--Contingencies 
 
The Organization and the Foundation receive funding from federal and local government agencies.  
These funds are to be used for designated purposes only.  If the grantor’s review indicates that the funds 
have not been used for the intended purpose, the grantors may request a refund of monies advanced or 
refuse to reimburse the Organization and the Foundation for its disbursements.  Continuation of the 
Organization’s and the Foundation’s grant programs is predicated upon the grantor’s satisfaction that the 
funds provided are being spent as intended and the grantor’s intent to continue their programs. 
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Note J--Recent GASB Pronouncements 
 
Accounting Pronouncements Adopted During the Fiscal Year ended June 30, 2018 
 
In June 2015, the GASB issued Statement No. 75, Accounting and Financial Reporting for 
Postemployment Benefits Other Than Pensions.  This Statement was issued to improve accounting and 
financial reporting by state and local governments for postemployment benefits other than pensions 
(other postemployment benefits or “OPEB”) and to provide guidance for measuring the present value of 
the projected benefits to be provided to employees that is attributed to those employees’ past periods of 
service. This Statement was adopted during the current year and the impact is reflected on the Statement 
of Net Position. 
   
Statement No. 81, Irrevocable Split-Interest Agreements, establishes accounting and financial reporting 
standards for irrevocable split-interest agreements created through trusts, or other legally enforceable 
agreements.  This primarily affects colleges.  This Statement did not apply to the Organization.   
 
Statement No. 86, Certain Debt Extinguishment Issues, this Statement is to improve consistency in 
accounting and financial reporting for in-substance defeasance of debt by providing guidance for 
transactions in which cash and other monetary assets acquired with only existing resources are placed in 
an irrevocable trust for the sole purpose of extinguishing debt. This Statement is applicable to advanced 
refundings using only existing resources.  The Statement did not apply to the Organization. 
 
Accounting Pronouncements That Will Become Effective for FY 2019 and Later Year Financial 
Statements 
 
The GASB has issued several reporting Statements that will become effective for FY 2019 and later year 
financial statements.  
 
Statement No. 83, Certain Asset Retirement Obligations, addresses accounting and financial reporting for 
certain asset retirement obligations (FY 2019) 
 
Statement No. 84, Fiduciary Activities, establishes criteria for identifying fiduciary activities of all state and 
local governments. (FY 2020) 
 
Statement No. 87, Leases, the objective of which is to better meet the information needs financial 
statement users by improving accounting and financial reporting for leases by governments.  (FY 2021) 
 
Statement No. 88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct 
Placements, the objective of this Statement is to improve the information that is disclosed in the notes to 
the financial statements relating to debt.  (FY2019) 
 
 
 
 
 
 
Continued
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Note J--Recent GASB Pronouncements--Continued 
 
Statement No. 89, Accounting for Interest Cost Incurred before the End of a Construction Period, this 
Statement requires that interest cost incurred before the end of a construction period be recognized as an 
expense in the period in which the cost is incurred for financial statements prepared using the economic 
resources measurement focus. Thus, interest cost incurred before the end of a construction period will 
not be included in the historical cost of a capital asset reported in a business-type activity or enterprise 
fund. (FY 2021)  
 
The Organization has not yet determined the effect, if any, that the adoption of these Statements may 
have on its financial statements. 
 
 
Note K--Other Postemployment Benefits 
 
Introduction 
 
GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than 
Pensions (“GASB 75”), was effective for the fiscal year ended June 30, 2018.  GASB 75 requires 
governments providing other postemployment benefits to recognize their long-term obligation for the 
postemployment benefits as a liability.  It also requires cost-sharing governmental employers to report a 
net postemployment benefits liability, postemployment benefits expense and postemployment benefits-
related assets and liabilities based on their proportionate share of the collective amounts for all 
governments in the plan. 
 
 
Plan Description 
 
CERS hazardous and nonhazardous insurance funds, along with KERS hazardous and nonhazardous 
funds, operated by Kentucky Retirement Systems (“KRS”) are cost-sharing multiple-employer defined 
benefit Other Postemployment Benefit (“OPEB”) plans for members that cover all regular full-time 
members employed in hazardous and nonhazardous duty positions at Metro Government. The plans 
provide for health insurance benefits to plan members. OPEB may be extended to beneficiaries of plan 
members under certain circumstances. All eligible retired Metro Government employees receive health 
care benefits after retirement. The benefits offered are dependent on the length of service of the 
employee and the retirement system in which they participate. 
 
The Organization only has the classification of nonhazardous employees.  As of this date, there are no 
hazardous employee classifications. 
 
Employer contribution rates are established annually by the KRS Board of Trustees. KRS issues separate 
stand-alone financial statements for the statewide multiple employer cost-sharing plan that provides other 
post-employment benefits for local government employees participating in CERS. The Organization has 
employees that participate in the CERS nonhazardous plan. 
 
 
Continued
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Note K--Other Postemployment Benefits--Continued 
 
Under the provisions of Kentucky Revised Statute Section 61.701, the board of trustees of KRS administers 
the KRS Insurance Fund. The KRS Insurance Fund was established as a single insurance fund to provide 
group hospital and medical benefits to retirees drawing a benefit from the three pension funds administered 
by KRS: (1) KERS; (2) CERS; and (3) SPRS.  The assets of the KRS Insurance Fund are commingled for 
investment purposes. 
 
Benefits Provided 
 
The employer rates allocable to health insurance benefits were 4.70% in 2018 and 4.73% in 2017 for 
nonhazardous employees and 9.35% for hazardous employees in 2018 and 2017.  The contribution rates 
are created by statute and were 100% funded during 2018, 2017, and 2016.   
 
At the time of completion of these financial statements, KRS has not yet released their Comprehensive 
Annual Financial Report for the fiscal year ended June 30, 2018.  The following information was extracted 
from the KRS CAFR for the fiscal year ended June 30, 2017. 
 
The KRS Insurance Fund pays a prescribed contribution for whole or partial payment of required premiums 
to purchase hospital and medical insurance. The KRS Insurance Fund pays the same proportion of hospital 
and medical insurance premiums for the spouse and dependents of retired hazardous members killed in the 
line of duty. The amount of contribution paid by the funds is based on years of service. The plan provides the 
following benefits based on the employees starting participation date:  
 
Insurance Tier 1 - For members participating prior to July 1, 2003, years of service and respective   
percentages of the maximum contribution are as follows: 
 

Portion Paid by
KRS Insurance

Years of Service Fund

Less than 4 years 0%
4-9 years 25%
10-14 years 50%
15-19 years 75%
20+ years 100%

 
Insurance Tier 2 – For member participating on or after July 1, 2003 and before September 1, 2008, 
participants with at least 120 months of service at retirement earn $10 per month for each year of earned 
service.  This dollar amount is subject to an annual adjustment which is currently 1.50% on each July 1. 
 
Insurance Tier 3 – For members participating on or after September 1, 2008, insurance benefits are 
identical to Tier 2, except for Tier 3 participants are required to have at least 180 months of service in 
order to be eligible. 
 
Continued
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Note K--Other Postemployment Benefits--Continued 
 
Funding Policy 
 
Plan members are required to contribute 5% for participants in the nonhazardous plan and 8% for 
participants in the hazardous plan of creditable compensation if hired before September 1, 2008.  Plan 
members who began participating, on or after, September 1, 2008, are required to contribute an 
additional 1% of creditable compensation. This amount is credited to the Insurance Fund and is non-
refundable to the member. Employers are required to contribute at an actuarially determined rate by the 
board to be necessary for the actuarial soundness of the systems, as required by Kentucky Revised 
Statute 61.565 and 61.752.  The rate for the fiscal year ended June 30, 2018 is 19.18% (of which 4.70% 
is for the Insurance Fund) for employees in the nonhazardous plan and 31.55% (9.55% for the Insurance 
Fund) for employees in the hazardous plan. 
 
The contribution requirements of employers and plan members are established and may be amended by the 
Board of Trustees.  The Organization was required to contribute at an actuarially determined rate 
determined by Statute.  Per Kentucky Revised Statute Section 78.545(33) normal contribution and past 
service contribution rates shall be determined by the KRS Board on the basis of an annual valuation last 
preceding July 1 of a new biennium.  The KRS Board may amend contribution rates as of the first day of 
July of the second year of a biennium, if it is determined on the basis of a subsequent actuarial valuation that 
amended contribution rates are necessary to satisfy requirements determined in accordance with actuarial 
bases adopted by the KRS Board.   
 
The Organization’s contributions to the CERS for the years ended June 30, 2018 and 2017 are outlined in 
the table below: 
 

Non-Hazardous
Fiscal Year Total Contribution

Ended Contributions Rate

06/30/18 $ 60,289 4.70%
06/30/17 55,421 4.73%  

 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources 
 
At June 30, 2018, the Organization reported a net OPEB liability of $945,694 (non-hazardous employees) 
for its proportionate share of the CERS net OPEB liability.   
 
The net OPEB liability is calculated by KRS and Metro Louisville provides the Organization’s proportionate 
share. The total OPEB liability used to calculate the net OPEB liability was determined by an actuarial 
valuation as of June 30, 2017.  No updated procedures were used to determine the total OPEB liability. 
 
 
 
Continued
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Note K--Other Postemployment Benefits--Continued 
 
The Organization’s proportion of the net OPEB liability was based on the Organization’s contributions 
relative to the contributions of all participants.  At June 30, 2018, the Organization’s proportional share of 
CERS was 0.047% for non-hazardous employees, and there are no expected changes in proportion for the 
current year.  
 
For the year ended June 30, 2018, the Organization’s OPEB expense was $374,196.  
 
The deferred outflow of resources and deferred inflows of resources related to OPEB for FY2018 from the 
following sources are reflected below: 
 

Deferred 
Outflows of 
Resources

Deferred Inflows 
of Resources

Difference between expected and actual liability 
experience 2,627$                 

Change of assumptions 205,777$            

Difference between expected and actual investment 
experience 44,693

Net difference between projected and actual earnings 
on OPEB plan investments 2,194

205,777             49,514                

Contributions subsequent to the measurement date 71,847               

Total 277,624$            49,514$              

 
The net OPEB liability as of June 30, 2018, is based on the June 30, 2017 actuarial valuation. The 
amount of $71,847 reported as deferred outflows of resources related to OPEB resulting from the 
Organization’s contributions subsequent to the measurement date will be recognized as a reduction to 
the net OPEB liability in the year ended June 30, 2019.  
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Note K--Other Postemployment Benefits--Continued 
 
Other amounts reported as deferred outflows of resources and deferred inflows of resources related to 
OPEB will be recognized in OPEB expense as follows: 
 

Year Ending June 30

2019 $ 26,887       

2020 26,887       

2021 26,887       

2022 26,887       

2023 38,060       

Thereafter 10,655       

$ 156,263     

 
Actuarial Assumptions – Total Liability and Net Liability 
 
The total OPEB liability, net OPEB liability, and sensitivity information were based on an actuarial valuation 
date of June 30, 2017: 
 
Inflation     2.30% 
Payroll Growth Rate   2.0% for CERS nonhazardous and hazardous 
Salary Increase    3.05% , average 
Investment rate of return  6.25% 
Inflation     3.25% 
Healthcare Trend Rates Pre - 65 Initial trend starting at 7.25% at January 1, 2019 and 
     gradually decreasing to an ultimate trend rate of 4.05% over 
     a period of 13 years 
Healthcare Trend Rates Post – 65 Initial trend starting at 5.10% at January 1, 2019 and 
     gradually decreasing to an ultimate trend rate of 4.05% over 
     a period of 11 years  
 
The mortality table used for active members is RP-2000 Combined Mortality Table projected with Scale BB 
to 2013 (multiplied by 50% for males and 30% for females).  For healthy retired members and beneficiaries, 
the mortality table used is the RP-2000 Combined Mortality Table projected with Scale BB to 2013 (set-back 
for one year for females).  For disabled members, the RP-2000 Combined Disabled Mortality Table 
projected with Scale BB to 2013 (set back four years for males) is used for the period after disability 
retirement.  There is some margin in the current mortality tables for possible future improvement in mortality 
rates and that margin will be reviewed again when the next experience investigation is conducted.  
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Actuarial Assumptions – Contributions 
 
The following were the actuarial methods and assumptions used for the actuarially determined 
contributions: 
 
Valuation Date    June 30, 2015 
Experience Study   July 1, 2008 – June 30, 2013 
Actuarial Cost Method   Entry Age Normal 
Amortization Method   Level percent of pay 
Remaining Amortization Period  28 years, Closed 
Asset Valuation Method   20% of the difference between the market value of assets 

and the expected actuarial value of assets recognized  
Inflation     3.25% 
Salary Increase    4.0%, average 
Investment Rate of Return  7.50% 
Healthcare Trend Rates Pre - 65 Initial trend starting at 7.50% and gradually decreasing to an 
     ultimate trend rate of 5.00% over a period of 5 years 
Healthcare Trend Rates Post – 65 Initial trend starting at 5.50% and gradually decreasing to an 
     ultimate trend rate of 5.00% over a period of 2 years  
 
The mortality table used for active members is RP-2000 Combined Mortality Table projected with Scale BB 
to 2013 (multiplied by 50% for males and 30% for females).  For healthy retired members and beneficiaries, 
the mortality table used is the RP-2000 Combined Mortality Table projected with Scale BB to 2013 (set-back 
for one year for females).  For disabled members, the RP-2000 Combined Disabled Mortality Table 
projected with Scale BB to 2013 (set back four years for males) is used for the period after disability 
retirement.  There is some margin in the current mortality tables for possible future improvement in mortality 
rates and that margin will be reviewed again when the next experience investigation is conducted.  
 
The long-term expected return on OPEB plan assets is reviewed as part of the regular experience studies 
prepared every five years for KRS.  The most recent analysis, performed for the period covering fiscal years 
2009 through 2013, is outlined in KRS’s 2017 CAFR. 
 
Several factors are considered in evaluating the long-term rate of return assumption including long term 
historical data, estimates inherent in current market data, and a log-normal distribution analysis in which 
best-estimate ranges of expected future real rates of return (expected return, net of investment expense, 
and inflation) were developed by the investment consultant for each major asset class.   
 
These ranges were combined to produce the long-term expected rate of return by weighting the expected 
future real rates of return by the target asset allocation percentage and then adding expected inflation.  
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Note K--Other Postemployment Benefits--Continued 
 
The capital market assumptions developed by the investment consultant are intended for use over a 10-
year horizon and may not be useful in setting the long-term rate of return for funding pension plans that 
covers a longer timeframe.  The assumption is intended to be a long-term assumption and is not 
expected to change absent a significant change in the asset allocation, a change in the inflation 
assumption, or a fundamental change in the market that alters expected returns in future years. 
 
The target allocation and best estimates of arithmetic nominal rates of return for each major asset class 
are summarized in the following table: 
 

Target Long-Term Expected

Asset Class Allocation Real Rate of Return

U.S. equity 17.50% 5.97%

International equity 17.50% 7.85%

Global bonds 4.00% 2.63%

Global credit 2.00% 3.63%

High yield 7.00% 5.75%

Emerging market debt 5.00% 5.50%

Private credit 10.00% 8.75%

Real estate 5.00% 7.63%

Absolute return 10.00% 5.63%

Real return 10.00% 6.13%

Private equity 10.00% 8.25%

Cash 2.00% 1.88%

100.00%

 
The long-term expected rate of return on OPEB plan investments was established by the KRS Board of 
Trustees as 6.56% based on a blending of the factors described above. 
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Note K--Other Postemployment Benefits--Continued 
 
Discount Rate 
 
The projection of cash flows used to determine the discount rate of 5.84% for CERS nonhazardous and 
5.96% for CERS hazardous assumed that local employers would contribute the actuarially determined 
contribution rate of projected compensation over the remaining 26 years (closed) amortization period of the 
unfunded actuarial accrued liability. The discount rate determination used an expected rate of return of 
6.25% and a municipal bond rate of 3.56%, as reported in Fidelity Index’s “20-year Municipal GO AA Index” 
as of June 30, 2017. However, the cost associated with the implicit employer subsidy was not included in the 
calculation of the actuarial determined contributions, and any cost associated with the implicit subsidy will 
not be paid out of the trust. Therefore, the municipal bond rate was applied to future expected benefit 
payments associated with the implicit subsidy. The target asset allocation and best estimates of arithmetic 
nominal rates of return for each major asset class are summarized in the KRS FY17 CAFR.  
 
Changes Since Measurement Date 
 
There were no changes between the measurement date of the net OPEB liability and the employer’s 
reporting date. 
 
Sensitivity of the Net OPEB Liability to Changes in the Discount Rate 
 
The following presents the Organization’s proportionate share of the net OPEB liability calculated using the 
discount rate of 5.84%, as well as what its proportionate share of the net pension liability would be if it were 
calculated using a discount rate that is 1% lower or 1% higher than the current rate: 
 

1% Current 1%

Decrease Discount Rate Increase

(4.84%) (5.84%) (6.84%)

Proportionate Share of 

  the Net OPEB Liability $ 1,203,344 $ 954,694 $ 731,290
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Note K--Other Postemployment Benefits--Continued 
 
Sensitivity of the Net OPEB Liability to Changes in the Healthcare Cost Trend Rates 
 
The following presents the Organization’s proportionate share of the net OPEB liability calculated using 
the healthcare cost trend rate as well as what its proportionate share of the net pension liability would be 
if it were calculated using a discount rate that is a 1% decrease or 1% increase than the current rate: 
 

Health Care Current Health Care

Trend Rate Discount Rate Trend Rate

1% Decrease (5.84%) 1% Increase

Proportionate Share of the Net 

  OPEB Liability to the Changes in the

  Healthcare Cost Trend Rates $ 725,396 $ 945,694 $ 1,232,069

 
OPEB Fiduciary Net Position 
 
Detailed information about the OPEB plan’s fiduciary net position is available in the separately issued 
KRS financial report. 
 
 
Note L--Defined Benefit Pension Plan 
 
Introduction 
 
GASB Statement No. 68, Accounting and Financial Reporting for Pensions (“GASB 68”), was effective for 
the fiscal year ended June 30, 2015.  GASB 68 requires governments providing defined benefit pensions 
to recognize their long-term obligation for pension benefits as a liability.  It also requires cost-sharing 
governmental employers to report a net pension liability, pension expense and pension-related assets 
and liabilities based on their proportionate share of the collective amounts for all governments in the plan. 
 
As a result of the adoption of GASB Statement No. 68, the Organization has a liability of $2,752,423 on 
its Statement of Net Position as of June 30, 2018.  If this liability has to be funded in the future, it is 
doubtful whether the Organization could do so without substantial financial support from Metro 
Government or other external sources. 
 
The Foundation has a month-to-month contract with an outside human resource company to provide 
employee and employment services.  The employees are participants in a defined contribution plan 
administered by the Foundation’s human resource provider. 
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Note L--Defined Benefit Pension Plan--Continued 
 
Plan Description 
 
The Organization, through Metro Government, contributes to the County Employees Retirement System 
(“CERS”) which is a cost-sharing multiple-employer defined benefit pension plan administered by 
Kentucky Retirement Systems (“KRS”), an agency of the Commonwealth.  The KRS Board was created 
by state statute under Kentucky Revised Statute Section 61.645.  The Board of Trustees is responsible 
for the proper operation and administration of the Kentucky Retirement System.     
 
The KRS issues a publicly available financial report that includes financial statements and required 
supplemental information for CERS.  That report may be obtained by writing to the KRS, 1260 Louisville 
Road, Frankfort, Kentucky 40601-6124. 
 
Contributions 
 
Contributions for employees established in the statutes governing the Kentucky Retirement System may 
only be changed by the Kentucky General Assembly.  Employees contribute 5% of salary if they were a 
plan member prior to September 1, 2008. For employees that entered the plan after September 1, 2008, 
they are required to contribute 6% of their annual creditable compensation.  Five percent of the 
contribution was deposited to the member’s account while one percent was deposited to an account 
created for the payment of health insurance benefits under 26 USC Section 401(h) in the Pension Fund 
(see Kentucky Administrative Regulation 105 KAR 1:42OE).  The Organization makes employer 
contributions at the rate set by the Board of Trustees as determined by an actuarial valuation.   
 
For the year ended June 30, 2018, employer contributions for the Organization were $246,032 based on 
a rate of 19.18% of covered payroll.  By law, employer contributions are required to be paid.  The 
Kentucky Retirement System may intercept the Organization’s state shared taxes if required employer 
contributions are not remitted.  The employer’s actuarially determined contribution (“ADC”) and member 
contributions are expected to finance the costs of benefits earned by members during the year, the cost 
of administration, as well as an amortized portion of the unfunded liability. 
 
The Organization has met 100% of the pension contribution funding requirement for the fiscal years 
ended June 30, 2018, 2017, and 2016, which were $246,032, $218,872 and $150,865, respectively. 
 
Benefits Provided-General 
 
The plan provides for retirement, disability, and death benefits to plan members.  Retirement benefits 
may be extended to beneficiaries of plan members under certain circumstances.  Kentucky Revised 
Statute Section 61.645 establishes the benefit terms and can be amended only by the Kentucky General 
Assembly. The chief legislative body may adopt the benefit terms permitted by statute.   
 
 
 
 
Continued 
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Notes to the Financial Statements--Continued 
 
KentuckianaWorks  
 
June 30, 2018 
 
 
 
Note L--Defined Benefit Pension Plan--Continued 
 
The information below summarizes the major retirement benefit provisions of CERS Non-Hazardous 
employees.  It is not intended to be, nor should it be interpreted as, a complete statement of all benefit 
provisions. 
 
 Benefits Provided - Tier 1 - Final Compensation X Benefit Factor X Years of Service 
 
 For members whose participation began before August 1, 2004, the age and service requirement is 

as follows:  Age 65 with at least one month of Non-Hazardous duty service credit, or at any age with 
27 or more years of service credit. 

 
 If such member has at least 48 months of service, the monthly benefit is 2.2% times final average 

compensation times years of service depending on participation and retirement dates.  Final 
compensation is calculated by taking the average of the highest five fiscal years of salary.  If the 
number of months of service credit during the five-year period is less than forty-eight, one or more 
additional fiscal years should be used.  If a member has less than 48 months of service, the monthly 
benefit is the actuarial equivalent of two times the member’s contributions with interest. 

 
 Benefits Provided - Tier 2 - Final Compensation X Benefit Factor X Years of Service  
 
 For members whose participation began on or after August 1, 2004, but before September 1, 2008, 

the age and service requirement is as follows:  Age 65 with at least one month of Non-Hazardous 
duty service credit, or at any age with 27 or more years of service credit. 

 
 If such member has at least 48 months of service, the monthly benefit is 2% multiplied by final 

average compensation, multiplied by years of service.  Final compensation is calculated by taking the 
average of the highest five fiscal years of salary.  If the number of months of service credit during the 
five year period is less than forty-eight, one or more additional fiscal years shall be used.  If a 
member has less than 48 months of service, the monthly benefit is the actuarial equivalent of two 
times the member’s contributions with interest. 

 
 For members whose participation began on or after September 1, 2008, but before January 1, 2014, 

the age and service requirement is as follows:  Age 65 with 60 months of Non-Hazardous duty 
service credit, or age 57 if age plus service equals at least 87. 

 
 For such members, the monthly benefit is the following benefit factor based on service credit at 

retirement plus 2% for each year of service greater than 30 years, multiplied by final average 
compensation, multiplied by years of service. 

 
 
 
 
 
 
Continued 
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Notes to the Financial Statements--Continued 
 
KentuckianaWorks  
 
June 30, 2018 
 
 
 
Note L--Defined Benefit Pension Plan--Continued 
 

Service Credit Benefit Factor

10 years or less 1.10%
10+ -20 years 1.30%
20+ -26 years 1.50%
26+ -30 years 1.75%

 
 Final compensation is calculated by taking the average of the last (not highest) five complete fiscal 

years of salary.  Each fiscal year used to determine final compensation must contain twelve months 
of service credit. 

 
 Benefits Provided - Tier 3 - Cash Balance Plan  
 
 For members whose participation began on or after January 1, 2014, the age and service 

requirement is as follows:  Age 65 with 60 months of Non-Hazardous duty service credit, or age 57 if 
age plus service equals at least 87. 

 
 For such members, each year that a member is an active contributing member to the KRS, the 

member contributes 5% of creditable compensation, and the member’s employer contributes 4% of 
creditable compensation, which is a portion of the total employer contribution, into a hypothetical 
account.  The hypothetical account will earn interest annually on both the member’s and employer’s 
contribution at a minimum rate of 4%.  If the KRS’s geometric average net investment return for the 
previous five years exceeds 4%, then the hypothetical account will be credited with an additional 
amount of interest equal to 75% of the amount of the return which exceeds 4%.  All interest credits 
will be applied to the hypothetical account balance on June 30 based on the account balance as of 
June 30 of the previous year.  Upon retirement the hypothetical account which includes member 
contributions, employer contributions and interest credits can be withdrawn from the KRS as a lump 
sum or annuitized into a single life annuity option. 

 
Contribution Rates 
 
 Tier 1 - For members whose participation began before September 1, 2008, Non-Hazardous 

employee contributions equal 5% of all creditable compensation.  Interest paid on the members’ 
accounts is currently 2.5%; and per statute shall not be less than 2%.  Members are entitled to a full 
refund of contributions with interest. 

 
 Tier 2 - For members whose participation began on or after September 1, 2008, but before January 1, 

2014, Non-Hazardous contributions equal to 6% of all creditable compensation, with 5% being 
credited to the member’s account and 1% deposited to the KRS 401(h) account.  Interest paid on the 
members’ accounts will be set at 2.5%.  Member is entitled to a full refund of contributions and 
interest in their individual account, however, the 1% contributed to the insurance fund is non-
refundable. 

 
Continued
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Notes to the Financial Statements--Continued 
 
KentuckianaWorks  
 
June 30, 2018 
 
 
 
Note L--Defined Benefit Pension Plan--Continued 
 
 Tier 3 - For members whose participation began on or after January 1, 2014, the Non-Hazardous 

contribution is equal to 6% of all creditable compensation, with 5% being credited to the member’s 
account and 1% deposited to the KRS 401(h) account.  Members are entitled to a full refund of 
contributions and interest on the members’ portion of the hypothetical account, however, the 1% 
contributed to the insurance fund in non-refundable.  

 
Net Pension Liability 
 
The Organization’s net pension liability was measured as of June 30, 2017.  The total pension liability 
used to calculate net pension liability was determined by an actuarial valuation as of that date.  
 
Actuarial Assumptions 
 
The total pension liability as of the June 30, 2017 actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement. 
 
Actuarial cost method   Entry age normal 
Amortization method   Level percent of pay 
Amortization period   28 years, closed 
Asset valuation method   20% of the difference between the market value of assets and  

the expected actuarial value of assets is recognized 
Investment rate of return  7.50%  
Inflation     3.25% 
Salary increase    4.00% average 
 
The mortality table used for active, healthy, retired members, and beneficiaries is RP-2000 Combined 
Mortality Table projected to 2013 with Scale BB (set back 1 year for females) 
 
The actuarial assumptions used in the June 30, 2017 actuarial valuation were based on the results of an 
actuarial experience study for the period July 1, 2008 through June 30, 2013.   
 
The long-term expected return on plan assets is reviewed as part of the regular experience studies 
prepared every five years for the KRS.  The most recent analysis, performed for the period covering fiscal 
years 2008 through 2013, is outlined in a report dated April 30, 2014.  Several factors are considered in 
evaluating the long-term rate of return assumption including long term historical data, estimates inherent 
in current market data, and a log-normal distribution analysis in which best-estimate ranges of expected 
future real rates of return (expected return, net of investment expense, and inflation) were developed by 
the investment consultant for each major asset class (See chart on next page). These ranges were 
combined to produce the long-term expected rate of return by weighting the expected future real rates of 
return by the target asset allocation percentage and then adding expected inflation.    
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Notes to the Financial Statements--Continued 
 
KentuckianaWorks  
 
June 30, 2018 
 
 
 
Note L--Defined Benefit Pension Plan--Continued 
 
The capital market assumptions developed by the investment consultant are intended for use over a 10-
year horizon and may not be useful in setting the long-term rate of return for funding pension plans which 
covers a longer timeframe.  The assumption is intended to be a long term assumption and is not 
expected to change absent a significant change in the asset allocation, a change in the inflation 
assumption, or a fundamental change in the market that alters expected returns in future years.   
 

Target Long-Term Expected

Asset Class Allocation Real Rate of Return

Combined equity 44.00% 5.40%

Combined fixed income 19.00% 1.50%

Real return (diversified inflation strategies) 10.00% 3.50%

Real estate 5.00% 4.50%

Absolute return (diversified hedge funds) 10.00% 4.25%

Private equity 10.00% 8.50%

Cash equivalent 2.00% -0.25%

100.00%

 
The long-term expected rate of return on pension plan investments was established by the KRS Board of 
Trustees as 7.5% based on a blending of the factors described above. 
 
Discount Rate 
 
The discount rate used to measure the total pension liability was 6.25%.  The projection of cash flows 
used to determine the single discount rate assumed that the participating employers will contribute the 
actuarially determined contribution rate in all future years.  Based on those assumptions and the 
projection of cash flows as of each fiscal year ending, the pension plan’s fiduciary net position and future 
contributions were projected to be sufficient to finance all the future benefit payments of the current plan 
members.  Therefore, the long-term expected rate of return on pension plan investments was applied to 
all periods of projected benefit payments to determine the total pension liability. 
 
 
 
 
 
 
 
 
Continued 



 

-37- 

Notes to the Financial Statements--Continued 
 
KentuckianaWorks  
 
June 30, 2018 
 
 
 
Note L--Defined Benefit Pension Plan--Continued 
 
Sensitivity of the Net Pension Liability to Changes in the Discount Rate 
 
The following presents the net pension liability of the Organization calculated using the discount rate of 
6.25%, as well as what the net pension liability would be if it were calculated using a discount rate that is 
1-percentage-point-lower (5.25%) or 1-percentage-point higher (7.25%) than the current rate: 
 

1% Current 1%
Decrease Discount Rate Increase
(5.25%) (6.25%) (7.25%)

Proportionate Share of 
  the Net Pension Liability $ 3,471,400 $ 2,752,423 $ 2,151,004

 
Changes in Actuarial Assumptions 
 
Since the prior measurement date, the demographic and economic assumptions that affect the 
measurement of the total pension liability have been updated as follows: 
 

 The assumed investment rate of return was decreased from 7.50% to 6.25%. 
 The assumed rate of inflation was reduced from 3.25% to 2.30%, which resulted in a 0.95% 

decrease in the salary increase assumption at all years of service. 
 Payroll growth assumption was reduced from 4.00% to 2.00%. 

 
Pension Expense 
 
For the year ended June 30, 2018, the Organization recognized pension expense of $981,572.  
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Notes to the Financial Statements--Continued 
 
KentuckianaWorks  
 
June 30, 2018 
 
 
 
Note L--Defined Benefit Pension Plan--Continued 
 
Deferred Outflows of Resources and Deferred Inflows of Resources 
 
For the year ended June 30, 2018, the Organization reported deferred outflows of resources and deferred 
inflows of resources related to pensions from the following sources: 
 

Deferred
Outflows of
Resources

Net difference between expected and actual investment $ 34,045     
earnings on plan investments

Change in proportionate share of contributions 24,796     $ 7,990

Difference between expected and actual experience 3,414       69,868

Change in assumptions 507,897   

570,152   77,858      
Contributions subsequent to the

measurement date 185,742   

Total $ 755,894   $ 77,858

Deferred 
Inflows of 
Resources

 
The amount shown for “contributions subsequent to the measurement date”, will be recognized as a 
reduction to net pension liability in the following measurement period. 
 
Amounts reported as deferred outflows of resources and deferred inflows of resources related to 
pensions will be amortized and recognized in pension expense as follows 
 

Year Ending June 30

2019 $ 213,818

2020 216,525

2021 97,293

2022 (35,342)

$ 492,294
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Notes to the Financial Statements--Continued 
 
KentuckianaWorks  
 
June 30, 2018 
 
 
 
Note L--Defined Benefit Pension Plan--Continued 
 
Payable to the Pension Plan 
 
Per Metro Government, at June 30, 2018, there were no outstanding contributions to the pension plan 
owed by the Organization. 
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Governmental Fund Statement of Revenues, Expenditures and 

Changes in Fund Balances - Budget and Actual

KentuckianaWorks

Year Ended June 30, 2018

Revenues

Operating grant revenue $ 12,380,343 $ 8,468,478 $ (3,911,865)

Pass-through grants from Metro Government 1,441,213 994,825 (446,388)

Other revenues 59,498 59,498

Total Revenues 13,821,556 9,522,801 (4,298,755)

Expenditures

Program services 8,815,858 8,530,421 (285,437)

General government 2,690,277 992,380 (1,697,897)

Net Change in Fund Balances $ 2,315,421 $ $ (2,315,421)

Budgeted

Amounts

Actual

Amounts

Variance

with

Budget

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
See Independent Auditors’ Report 
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Schedule of Proportionate Share of the Net Pension Liability - CERS Pension

KentuckianaWorks

Last Four Fiscal Years Ended June 30

2018 2017 2016

Organizations' proportionate of the 

net pension liability $ 2,752,423 $ 1,466,690 $ 999,674 $ 697,765

Organization's proportionate share of the 

net pension liability 0.050% 0.030% 0.023% 0.022%

Covered payroll $ 1,235,551 $ 1,157,210 $ 871,470 $ 747,843

Organization's share of the net pension liability 

  as a percentage of its covered payroll 222.77% 126.74% 114.71% 93.30%

Total Plan fiduciary net position as a percentage 

 of the total pension liability 52.40% 55.11% 68.49% 51.61%

2015

Note 1--This schedule is presented to illustrate the requirement to show information for 10-years.  
However, until a full 10-year trend is compiled, the Organization is presenting information for those years 
for which information is available. 
 
Note 2--The amounts presented for each fiscal year were determined as of the year-end of that occurred 
one year prior. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
See Independent Auditors’ Report 
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Schedule of Proportionate Share of the Net OPEB Liability 

KentuckianaWorks

Last Fiscal Year Ended June 30, 2018

Organizations' proportionate of the 

net OPEB liability $ 945,694

Organization's proportionate share of the 

net OPEB liability 0.047%

Total Plan fiduciary net position as a percentage 

 of the total OPEB liability 54.524%

 
Note 1--This schedule is presented to illustrate the requirement to show information for 10-years.  
However, until a full 10-year trend is compiled, the Organization is presenting information for those years 
for which information is available. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
See Independent Auditors’ Report 



 

-44- 

Schedule of Employer Contributions - OPEB

KentuckianaWorks

Last Fiscal Year Ended June 30, 2018

Statutorily required contribution $ 71,847       

Contributions in relation to the contractually 

  required contribution (71,847)      

Contribution deficiency (excess) $ -             

 
Note 1--This schedule is presented to illustrate the requirement to show information for 10-years.  
However, until a full 10-year trend is compiled, the Organization is presenting information for those years 
for which information is available. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
See Independent Auditors’ Report 
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Notes to Schedule of Federal Expenditures of Federal Awards 
 
KentuckianaWorks 
 
Year Ended June 30, 2018 
 
 
 
Note A--Basis of Presentation 
 
The accompanying Schedule of Expenditures of Federal Awards (the “Schedule”) includes the federal award 
activity of KentuckianaWorks under programs of the federal government for the year ended June 30, 2018. 
The information in this Schedule is presented in accordance with the requirements of Title 2 U.S. Code of 
Federal Regulations Part 200, Uniform Administrative Requirement, Cost Principles, and Audit Requirements 
for Federal Awards (“Uniform Guidance”).  Because the Schedule presents only a selected portion of the 
operations of KentuckianaWorks, it is not intended to and does not present the net position or activities of 
KentuckianaWorks. 
 
 
Note B--Summary of Significant Accounting Policies 
 
Expenditures reported on the Schedule are reported on the accrual basis of accounting.  Such expenditures 
are recognized following the cost principles contained in the Uniform Guidance and OMB Circular A-87, Cost 
Principles for State, Local, and Indian Tribal Governments. Wherein certain types of expenditures are not 
allowable or are limited as to reimbursement. 
 
 
Note C--Indirect Cost Rate 
 
KentuckianaWorks has elected to use the 10% de minimis indirect cost rate as allowed under the Uniform 
Guidance. 
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Independent Auditors’ Report on Internal Control Over 
Financial Reporting and on Compliance and Other Matters 
Based on an Audit of Financial Statements Performed 
in Accordance with Government Auditing Standards 
 
 
 
To the Board of Directors 
KentuckianaWorks  
Louisville, Kentucky 
 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the governmental 
activities and each major fund of KentuckianaWorks (the “Organization”), a component unit of 
Louisville/Jefferson County Metro Government (“Metro Government”), as of and for the year ended June 30, 
2018, and the related notes to the financial statements, which collectively comprise the Organization’s basic 
financial statements, and have issued our report thereon dated October 17, 2018.  Our report includes a 
reference to other auditors who audited the financial statements of the KentuckianaWorks Foundation, 
Inc., as described in our report on the Organization’s financial statements.  This report does not include 
the results of the other auditors’ testing of internal control over financial reporting or compliance and other 
matters that are reported on separately by those auditors. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Organization's 
internal control over financial reporting (internal control) to determine the audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinion on the financial statements, 
but not for the purpose of expressing an opinion on the effectiveness of the Organization's internal 
control.  Accordingly, we do not express an opinion on the effectiveness of the Organization's internal 
control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the Organization's financial statements will not be prevented, or detected and corrected on a timely 
basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is 
less severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
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Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material 
weaknesses may exist that have not been identified. 
 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Organization's financial statements are free 
from material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material 
effect on the determination of financial statement amounts. However, providing an opinion on compliance 
with those provisions was not an objective of our audit, and accordingly, we do not express such an 
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are 
required to be reported under Government Auditing Standards. 
 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the Organization’s 
internal control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the Organization’s internal control and compliance. 
Accordingly, this communication is not suitable for any other purpose.  
 
 
 
 
 
 
Louisville, Kentucky 
October 17, 2018 
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   -49- 

Independent Auditors’ Report on  
Compliance for Each Major Program 
and on Internal Control Over Compliance 
Required by the Uniform Guidance 
 
 
 
Board of Directors 
KentuckianaWorks 
Louisville, Kentucky 
 
 
Report on Compliance for Each Major Federal Program 
 
We have audited KentuckianaWorks’ (the “Organization”) compliance with the types of compliance 
requirements described in the OMB Compliance Supplement that could have a direct and material effect 
on the Organization’s major federal programs for the year ended June 30, 2018. The Organization’s 
major federal programs are identified in the Summary of Audit Results Section of the accompanying 
Schedule of Findings and Questioned Costs. 
 
 
Management’s Responsibility 
 
Management is responsible for compliance with federal statutes, regulations, and the terms and 
conditions of its federal awards applicable to its federal programs. 
 
 
Auditors’ Responsibility 
 
Our responsibility is to express an opinion on compliance for the Organization’s major federal programs 
based on our audit of the types of compliance requirements referred to above. We conducted our audit of 
compliance in accordance with auditing standards generally accepted in the United States of America; 
the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal 
Regulations Part 200, Uniform Administrative Requirement, Cost Principles, and Audit Requirements for 
Federal Awards (“Uniform Guidance”). Those standards and the Uniform Guidance require that we plan 
and perform the audit to obtain reasonable assurance about whether noncompliance with the types of 
compliance requirements referred to above that could have a direct and material effect on each of its 
major federal programs occurred. An audit includes examining, on a test basis, evidence about the 
Organization’s compliance with those requirements and performing such other procedures as we 
considered necessary in the circumstances. 
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We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program.  However, our audit does not provide a legal determination of the Organization’s 
compliance. 
 
 
Opinion of Each Major Federal Program 
 
In our opinion, the Organization complied, in all material respects, with the types of compliance 
requirements referred to above that could have a direct and material effect on each of its major federal 
programs for the year ended June 30, 2018. 
 
 
Report on Internal Control Over Compliance 
 
Management of the Organization is responsible for establishing and maintaining effective internal control 
over compliance with the types of compliance requirements referred to above. In planning and performing 
our audit of compliance, we considered the Organization’s internal control over compliance with the types 
of requirements that could have a direct and material effect on each major federal program to determine 
the auditing procedures that are appropriate in the circumstances for the purpose of expressing an 
opinion on compliance for each major federal program and to test and report on internal control over 
compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an opinion 
on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on 
the effectiveness of the Organization’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a 
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a 
reasonable possibility that material noncompliance with a type of compliance requirement of a federal 
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in 
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over 
compliance with a type of compliance requirement of a federal program that is less severe than a material 
weakness in internal control over compliance, yet important enough to merit attention by those charged 
with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements of the 
Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 
 
 
 
 
 
 
Louisville, Kentucky 
October 17, 2018 
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Schedule of Findings and Questioned Costs 
 
KentuckianaWorks 
 
Year Ended June 30, 2018 
 
 
 
Section I - Summary of Audit Results 
 
1. The auditors’ report expresses an unmodified opinion on whether the financial statements of 

KentuckianaWorks (the “Organization”) were prepared in accordance with GAAP. 
 
2. No significant deficiencies or material weaknesses relating to the audit of the financial statements are 

reported. 
 
3. No instances of noncompliance material to the financial statements of the Organization, which would 

be required to be reported in accordance with Government Auditing Standards, were disclosed during 
the audit. 

 
4. No significant deficiencies or material weaknesses in internal control over major federal award 

programs are reported. 
 
5. The auditors’ report on compliance for the major federal award programs of the Organization 

expresses an unmodified opinion on all major federal programs. 
 
6, There were no audit findings required to be reported in accordance with the 2 CFR Section 

200.516(a). 
 
7. The programs tested as major programs were: 
 
 Federal Grantor/Pass Through Grantor/Program Title     CFDA Number 

 
Department of Labor: 
  WIA/WIOA Adult Program             17.258 
  WIA/WIOA Youth Activities           17.259 
  WIA/WIOA Dislocated Worker Formula Grants        17.278  
  Workforce Innovation Fund           17.283 
  Temporary Assistance for Needy Families         93.558 
 

8. The threshold for distinguishing between Types A and B programs was $750,000. 
 
9. The Organization did not qualify as a low-risk auditee. 
 
 
 
 
 
 
 
 
 
Continued 
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Schedule of Findings and Questioned Costs--Continued 
 
KentuckianaWorks 
 
Year Ended June 30, 2018 
 
 
 
Section II – Financial Statements Audit Findings 
 
There are no findings to be reported. 
 
 
Section III – Major Federal Program Award Findings and Questioned Costs 
 
There are no findings to be reported. 




